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This study seeks to examine the individual factors that influence the employees in making 
decision to enrol in either two types of mandatory retirement plans in Malaysian civil servants. 
A questionnaire survey comprised of 348 Malaysian public university employees has been 
conducted. Stratified random sample was adopted to collect primary data, which is then 
analyzed with logistic regression model. The results had identified the factors that have major 
effects on the choice of retirement schemes and reveal the patterns in which these factors 
influence employees’ choice. Knowledge and plan features are the most important variables to 
influence choice. Sources of retirement income, health status, mobility, extending work and 
decision-making processes have been found to be contributing factors in choice as well. Apart 
from academic purposes, this study will be beneficial to the government in improving the 
national retirement system, as well as to industry players in targeting potential customers for 
their retirement products. 
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INTRODUCTION 
Financial decision making for individuals has become more difficult align with the increase in 
complexity of today’s world. Many employers have adopted choice-based total compensation 
plans (Power et al, 2011), which is good for the reason of increasing flexibility.  However, 
this has place more decision making responsibility on employees’ side.  Employees might 
have limited knowledge regarding financial issues and are unprepared to make sound choices. 
Furthermore demographics changes are creating economic challenges. One of the most 
pressing, contemporary issues in many countries is to deal with the consequences of ageing 
populations. The consequences of an ageing population and the implications to the society 
today are serious, creating the need to look into other relevant issues, particularly the 
retirement systems. Undoubtedly, this issue has attracted the interest of numerous parties: 
governments, the public, employers, academics, and others. In Malaysia for example, the 




insurance industry is exerting pressure on the government by making serious attempts to get 
the government to approve the setting up of private pension funds. Pressure also comes from 
the Malaysian Employers Federation who, in 2004, insisted that the government conduct a 
detailed study of the private pension funds proposal. Meanwhile, employees are still unsure 
about setting up their retirement funds, what and which type of plan to opt for. Everyone 
seems to be asking for clarification by the government concerning the reforming of the 
Malaysian retirement system.  
 
Malaysia, like many other developing countries, continues to face the problem of an ageing 
population which has become increasingly important to tackle. Consequently, employers, the 
government and employees need to make tough decisions to formulate the best retirement 
plan that can satisfy and meet the needs of the Malaysian workforce. In Malaysia, private 
sector workers need to arrange their retirement plan by contributing to a compulsory national 
savings scheme, namely the Employee Provident Fund (EPF), which is a defined contribution 
(DC) plan. EPF is a publicly-mandated, government-managed savings plan with contributions 
apportioned between employers and employees. As for civil servants, they can choose from 
two basic alternatives, either EPF or the Malaysian government pension (PENSION), a 
defined benefit (DB) plan, for their compulsory retirement plan. Once made, the choice is 
final and cannot be altered.  Apart from these two compulsory (mandatory) schemes, 
employees may also set up their own voluntary pension plan via insurance companies. 
However, the decision is not as simple as it sounds. For employees, there are challenges and 
complexities in understanding the different kinds of retirement plans. It could be difficult for 
them to ensure that their choice is the best one to provide sufficient income in their old age. A 
professional actuaries company, MERCER, reported that prior to the 1997 Asian Financial 
Crisis, employers sought ways to evade the investment risk associated with funded DB 
schemes, while employees under the DC schemes were frustrated with the low returns on 
their balances (Kassim, 2009). From the government perspectives, it has become increasingly 
hard to uphold DB plans for all civil servants, as the growing numbers of government 
pensioners have increased the expenditure on pension payment dramatically beyond the 
budgetary limit. 
 
While the concerns brought about by the evolving pension system, its reform and design are 
pressing, there have been no studies focusing on the choice between the DB and DC 
retirement plans in Malaysia, which is a gap that this research attempts to fill. Moreover, 




individual employees’ retirement decisions and choice patterns have not been extensively 
investigated, despite the fact that their inputs are vital due to the greater responsibility of 
employees to set up their own retirement plans in the future. Thus, this study investigates and 
explores issues associated with the choice of retirement plans in Malaysia for civil servants, in 
particular, a case of employees of Malaysian public universities. It is the first on public sector 
retirement systems in Malaysia and one of few major comprehensive studies outside the 
developed countries. It is expected that this study will provide valuable inputs to preparing for 
the process of a demographic transition into a fully “aged” nation. This research aims to study 
the factors that influence the type of retirement plans chosen by Malaysian public 
universities’ employees. The factors that influence and help predict the choice of retirement 
plans include demographic features (not reported here), information level, retirement income 
sources and preferences for certain plan features. The research output from this study will 
provide intelligence and advice on retirement behavior of Malaysian civil servants who are 
expected to decide on choice between DB (PENSION) versus DC (EPF) schemes. 
 
The rest of the paper is organized as follows. The next section presents the analytical 
framework, describing, defining and discussing the associated variables for the study. Section 
3 introduces the survey and method. Empirical results are then reported and interpreted in the 
Section 4. Finally, Section 5 discussed and concluded this study before highlighting the future 
research in Section 6.    
 
1. Factors of influence 
The objective of this study aims to identify and understand the factors that may influence 
employees’ decision in choosing their retirement schemes (plans). Figure 1 demonstrates the 
framework of this study. Summarizing the findings in the literature and reflecting the 
Malaysian profile of pension provisions, following sets of factors are considered to play a role 
in influencing choice of pension schemes. Each set of factors are discussed in the following 
one by one, with regard to the specific role they play and the way in which they influence the 
























Figure 1: Theoretical analytical framework – Choice of Retirement Schemes 
 
 
1.1 Factors and independent variables 
Independent variables or predictors include information (knowledge) level, plan features 
preference, retirement income sources, voluntary schemes perceptions, health status, 
extending-work willingness, mobility perceptions, job related aspects, peer effects, benefits 
and risk perceptions and scheme appraisal. Note that the demographic feature is not reported 
in this paper.  
 
Knowledge  
Knowledge or information level is an important predictor for choice. There are many relevant 
studies on retirement systems that include knowledge as factor of influence such as in Chan 
and Stevens (2008), Worthington (2005), Choi et al. (2001, 2004), Clark (2003), Choi et al. 
(2004), Dulebohn (2002), Dulebohn and Murray (2007), Gallery et al. (2004, 2011)  and    
Luchak and Gunderson (2000). 
 
Information is perceived to be critical to knowledge acquisition. Hence, Clark-Murphy and 
Gerrans (2001) address information on retirement savings in the university superannuation 
funds and Duflo and Saez (2003) examine the role of information and social interactions in 
Dependent Variable Independent Variables 
Choice Determinants  
1. Knowledge  
2. Retirement Income Sources 
3. Voluntary Savings Perceptions 
4. Extending Work Perceptions 
5. Job Related Aspects  
6. Mobility 
7. Health Status Perceptions 
8. Plan Features Preference 
9. Peer Effects 
10. Benefits and Risk Perceptions  








retirement plan decisions. Dulebohn (2002) explores knowledge as a determinant of 
investment risk behavior in employer-sponsored retirement plans and Dulebohn and Murray 
(2007) allege that investment knowledge exerts direct effect on risk taking behavior in the 
university sponsored DC pensions plans. Gallery et al. (2004) analyze the importance of the 
default option on the superannuation fund choice. Then, Gallery et al. (2011) study proposed 
framework for assessing financial literacy and superannuation investment choice decisions. 
Luchak and Gunderson (2000) focus their study on the knowledge of employees about their 
pension plans and have found low levels of understanding among employees, whereas Peggs 
(2000) work on the quality of pension information and pension choice and pension risks for 
women. 
 
Sullivan (2009) investigates the employer’s role in helping employees to understand the types 
of annuities available to them.  Gallery et al. (2011) also verify literatures supporting the idea 
that individuals tend to use multiple sources of information in related retirement systems 
decision making. 
 
Retirement income sources and voluntary savings perceptions  
Retirement income typically comes from three sources, although different countries rely more 
on some sources than others. The sources are social security, employer-provided pensions, 
and personal/private savings. Relevant previous studies can be found in Devaney and Su 
(1997), Shuey and O’Rand (2004), Childs et al. (2002), Gustman et al. (1994), Blank (1999) 
among others. These studies also found that employees have a higher reliance on employer-
sponsored retirement plans. Thus, it is justifiable to verify if Malaysian employees might also 
perceive that the burden of providing secure retirement incomes lies solely on the 
government’s shoulder, instead of the workers’ themselves, as mentioned by Dan (2004, p. 
189). She confirmed that in terms of workers’ attitudes, the government workers could easily 
be differentiated in having more confidence in their future retirement benefits compared to 
non-government workers.  On the other hand, Asher (1994, 1998), Subrahmanya (2002), 
Beattie (1998, 2000) and Caraher (2003a, 2003b) have briefly addressed the falling of 
informal family support system in Malaysia. The results of these studies suggest and confirm 








Extending work perceptions 
Extending work has been debated together with the ageing population problems, which have 
impacted on the retirement system. Phenomena of aging population, means the lengthening of 
the employees life cycle, where it is sensible that causing many employees to expect 
extending work or continued in part-time employment. However, extending work are 
hampered by constraints, especially the over-rigidity in employers’ approaches (Loretto and 
White 2006). Earlier study by Foster (1998) confirms that under the employer-provided 
retirement plans, the retirement age, together with other variables such as benefit formulae, 
length of service, and pre-retirement earnings, influences DB choice, while contributions 
amount and investment earnings influence DC choice. Similarly, Mitchell and Fields (1984) 
reveal that extending work patterns depend on the retirement plans and vice versa.  
 
Specifically, Lozier and Dooris (1991) study the implications of different retirement ages 
under different plans in the faculty. Manchester (2007) has found that individuals who elect to 
enroll on a DB plan expect to retire sixteen months earlier than those in a DC plan. Kim and 
Devaney (2005) find that health status is negatively related to full retirement, meaning that 
older workers with good health are more likely to continue full-time work. They also claim 
that older workers with a DB plan or with both DB and DC plans are more likely to retire 
entirely. In contrast, Blundell et al. (2002) model the probability of time to retire with 
different individuals’ retirement schemes, focusing on the incentives behind different plans 
and other socio economic factors. A similar model by French (2005) shows that the tax 
structure of retirement schemes is the key determinant of the high job exit rates at ages 62 and 
65. On the contrary, Dorn and Sousa-Poza (2005) indicate that generous early retirement 
provisions of the social security system do not only make voluntary-early retirement more 
attractive to individuals, but also induces employers to encourage more employees to retire 
early. All these show that extending work and retirement age do have some influence on 
retirement schemes’ choice among employees. 
 
Job related aspects and mobility  
Disney and Emmerson (2002) examine the choice of pension schemes and mobility in Britain. 
They report that individuals who subsequently moved job have selected pension arrangements 
that impose lower costs on mobility. Whereas Dulebohn et al. (2000) relate mobility to the 
selection among employer-sponsored pension plans which they call “portability” in their 
study. Sundali et al. (2008) consider the conditions where employees always considered 




whether the benefits gained by shifting to DC plans exceed the associated costs. Clark and 
Pitts (1999) adopt actual service-length as measured in administrative records as a proxy for 
mobility expectations. Similarly, Mitchell and Mulvey (2004) investigate the potential 
implication of mandating choice in corporate DB plans, and Manchester (2007) assesses the 
effect of mobility in the expected utility of DB plans. Empirically, O’Rourke (2000) has 
found that with increased job mobility, employees may be faced with decisions more than 
eight times during their working career in the US. This makes choice among retirement plans 
more crucial, due to the irrevocable decision made only once during employment as in 
Malaysia. Thus, mobility should be addressed in this study to analyze the impact of retirement 
scheme choices on employees’ expectations regarding job changes and retirement funds. 
 
Health status perceptions  
Health care remains an issue during the retirement phase as retirees normally need more 
health care compared to the average population. Thus it is an important variable to be 
included in this research. In this regard, French (2005) relates health to retirement decisions, 
Johnson et al. (2003) analyze health insurance costs of early retirement, while Klaauw and 
Wolpin (2006) examine health status and health insurance coverage, in relation to social 
security, pensions, retirement behavior of households. Empirically, Szinovacz and Davey 
(2005) utilize health limitations as predictors for involuntary retirement decisions. The 
importance of health in retirement related discussions in Malaysia are documented in Wong 
(2006), Goh (2005), Sim (2002) and Arokiasamy (2000). Bakar et al. (2006) report that 96% 
in their Malaysian sample who bought health insurance has a satisfactory level of health. This 
surprisingly contradicts the notion that those with bad health should seek health insurance to 
get better services. This matter could be related to the study by Rahman and Daud (2010) 
when they highlight the existence of “adverse selection” in the Malaysian health insurance 
market. Bakar et al. (2006) also claim that variables such as age, household income, 
occupation, and health status have influence on health insurance policy choice. Whereas 
Propper (1989) alleges that health status has no relationship with such purchases and that 










Plan features preferences 
It is common to cover plan features in most studies on choice of retirement plans. However, 
most studies pay attention to employer choice rather than employee choice; and to a less 
extent, pay attention to investment aspects rather than plan participation. Dulebohn et al. 
(2000) state that plan features include lump-sum, benefit determination, investment choice, 
portability and survivor benefits. In order to suit the unique conditions of Malaysia’s 
retirement systems, pilot input has been applied to tie in with the Malaysian retirement 
provision. Additionally, representatives from EPF institutions and PENSION departments 
have advised on the inputs of the questionnaire used in this study. 
 
Peer effects, benefits and risk perceptions and scheme appraisal 
Dulebohn et al. (2000) investigate risk preference, involvement, self-efficiency and others 
personal characteristics in their study. Later on, Dulebohn and Murray (2007) claim that the 
attitudinal preference towards risk and a perception of opportunity serve mediators for the 
relationship between employees’ characteristics and their retirement savings behavior. 
Related studies examining the influence of these factors and variables also include Dulebohn 
(2002) and Peggs (2000). The perceptions are divided into two in this study, labeled as “soft” 
and “hard” rationality.  
 
The soft rationality includes perceptions on peers and family. The variables are related to the 
individual’s decision-making behavior, where soft variables indicate whether the employee’s 
decision is made independently (on his/ her own), or is dependent (influenced) by others such 
as by peers, spouse or family. On the other hand, hard rationality measures preference, 
comfort and confidence level, covering risks and benefits perceptions and scheme appraisal. 
For instance, Duflo and Saez (2002) found that peer effects influenced retirement savings 
decision because individuals had not carefully thought through the pro and cons of particular 
plans for themselves. Despite, they rely on information given by peers to make decision. 
Moreover, belief and about social norms will additionally influence choice due to desire to 
behave similarly to those in their social group (Berkowitz, 2003). 
 
1.2 Dependent variable 
As presented in Figure 1, this model is centered on choice, which is the focal point on which 
the factors take effect and exert influence. It is argued that given choice and options, an 
employee will take the pension plan that matches his or her individual preferences or needs 




best, suggested by Dulebohn et al. (2000), Cable and Judge (1994) and Caplan (1987). The 
choice in this study is that between the two compulsory retirement schemes, i.e., EPF versus 
PENSION. A dependent variable that is discrete, truncated or censored is a limited dependent 
variable, which is applicable in this study. The outcome of choice in this study is in the 
binomial form. This research aims to present more robust empirical evidence related to the 
models’ predictive power by using logistic regression. Logistic regression identifies patterns 
in variables which can effectively differentiate between members of two different categories. 
This study empirically examines the patterns in variables that best differentiate between 
people who select EPF from those who opt for PENSION.   
 
METHOD  
The target population for this study consisted of employees in the Malaysian public sector. 
Specifically, this research focused on individuals working in the higher education sector. The 
survey was administered to a stratified random sample of active employees among Malaysian 
public universities. The Malaysian public universities are divided by the following strata: 
1. New Uni = UniMAP, UMK, UMP, UMT, USIM, UTeM, UTHM, UDM, UPNM  
2. Old Uni = UKM, UPM, UM, UTM, UUM, USM  
3. Special Uni = UiTM, UPSI, UIA,  UMS, UniMAS  
3,000 copies of the questionnaire were distributed and 377 of them were returned. The final 
sample consists of 348 responses after taking out incomplete questionnaires, which represents 
a 12 percent response rate. Participants were encouraged to use the language that they best 
understood. Many participants decided to use the Bahasa Malaysia version instead of the 
English version. The low response rate was anticipated due to the poor research culture in 
Malaysia. It is also attributable to the length of the questionnaire with 184 items. 
 
In terms of generalization, particularly when adopting this study outside the Malaysian 
context, the results derived from these 348 university employees should be used cautiously. 
This is due to the different nature of the public retirement systems as compared to the private 
ones. The researcher agrees that the findings may not be appropriate to be generalized to the 
whole population of Malaysia or to the population of public servants due to the limited 
sample size. Nevertheless, this research can serve as a valuable basis in suggesting for future 
research in retirement systems. 
 
 





Logistic regression is run to estimate the effect of the independent variables on the choice of 
retirement schemes and reveal the patterns in choice behavior. The logistic regression analysis 
is then run. More precisely labeled Logit(v), is the logistic regression model that includes all 
items in the questionnaire but excludes the demographics. 
 
The specifications of the models are outlined briefly as follows. Let Y  be a binary variable 
that takes the value of either 1 or 0. The logit model, from which the logistic function is 
derived, is based on the odds of an event taking place. Given  Xβ|1 YPP  as the 




 is then the corresponding odds. The logit of a 
number P  between 0 and 1 is defined as: 













which is the corresponding odds in logarithm. The logit model states that the log odds of an 
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YP  (3) 
where X  is a vector of explanatory variables, β  is a vector of the corresponding coefficients. 
Specifically, X  is a vector of 151 questionnaire items in Logit(v). Y = 1 when the respondent 











Results from estimating the logistic regression models for scheme choice between PENSION 




Label Description B S.E. Wald df Sig. 
Odds 
ratio 
95.0 % C.I.for 
Odds ratio 
 Lower Upper 
 A1a Knowledge .706 .293 5.820 1 .016* 2.027 1.142 3.597 
A1c Knowledge .687 .273 6.341 1 .012* 1.987 1.164 3.392 
B1a Information -.506 .241 4.409 1 .036* .603 .376 .967 
B4 Information -.610 .240 6.475 1 .011* .543 .339 .869 
C8 Peer effect -.825 .222 13.837 1 .000** .438 .284 .677 
S2Aa4 Plan feature 1.026 .260 15.627 1 .000** 2.791 1.678 4.642 
S2Ab2 Plan feature .598 .297 4.054 1 .044* 1.819 1.016 3.258 
S2Ab5 Plan feature -
1.422 




-.910 .272 11.202 1 .001** .403 .236 .686 
S3C7 Health 
status 
.802 .256 9.847 1 .002** 2.230 1.351 3.680 
S3D12 Extending 
work 
.678 .225 9.069 1 .003** 1.971 1.267 3.064 
S4A10 Mobility -.548 .223 6.042 1 .014* .578 .373 .895 
S4B3 Choice 1.029 .232 19.629 1 .000** 2.798 1.775 4.410 




-.326 .166 3.857 1 .050* .722 .521 .999 
S5A3 Promotion 
preference 
-.747 .210 12.661 1 .000** .474 .314 .715 
 
* significant at the 5% level, ** significant at the 1% level. 
 




Notes to Table 1: 
A1a. Knowledgeable on Employee Provident Fund (EPF/KWSP)  
A1c. Knowledgeable on annuities and insurance policies 
B1a. Can find information about Malaysian retirement system from management (University) / 
Public Service Department (JPA) 
B4. Have accurate information on the future implications of my choice 
C8.  Majority of peers choose the same retirement scheme as mine 
S2Aa4. EFP tax relief (example: up to RM6,000 on taxable income) 
S2Ab2. PENSION lump-sum gratuity service payment 
S2Ab5. PENSION life-long free medical treatments at government hospitals 
S3A1. Expect to receive my retirement income from EPF or PENSION schemes 
S3C7.  Free medical treatment in the government hospital should also be given to the pensioners who 
opt for the EPF scheme 
S3D12. Would have a good chance to work after my retirement age with my level of skills and 
knowledge 
S4A10. Intend to work in the public sector until reaching my retirement age 
S4B3.  If could do it all over again, I prefer choosing the other option for retirement schemes 
S4C4. Prefer to have more than one FINAL (irrevocable) decision of choosing EPF or pension 
scheme 
S4C9. Aware of the new proposed government pension scheme (Skim Faedah Pencen Bercarum 
(FPB)) for new civil servants  
S5A3.  Employer gives younger people preference on promotion  
 
Table 1: Predicting likelihood of choosing an EPF scheme: Logit(v) (N=348) 
 
Analysis of the variables reveals that knowledge (information level) and plan features 
influence employees’ choice to a great extent. Respondents who possess higher levels of 
perception that they have acquired sufficient and accurate information on retirement schemes 
are more likely to choose PENSION. This is evident by the result where the coefficient of the 
information level factor is negative and statistically significant. The odds ratios for the two 
variables on information are 0.603 and 0.543 respectively for choosing EPF, i.e., the odds 
ratios are 1.658 (= 1/0.603) and 1.842 (=1/0.543) for choosing PENSION. However, 
employees would opt for EPF when they have more knowledge in EPF and annuities and 
insurance policies; the odds ratios are 2.027 and 1.987 respectively, i.e., they are about two 




times more likely to opt for EPF than those who do not possess knowledge in EPF and 
annuities and insurance policies. This is tilted toward EPF followers, but the other variables 
on knowledge in the pros and cons of EPF and PENSION schemes are not significant in the 
model nonetheless.  
 
Plan features play a significant role in choice as suggested by Dulebohn et al. (2000). 
Dulebohn et al. (2000) stated that plan features include lump-sum, benefit determination, 
investment choice, portability and survivor benefits influenced choice.   However, results in 
Table 1 indicate only one item of life-long free medical treatments at government hospitals 
seems to attract staff to the PENSION scheme with a negative significant coefficient and a 
smaller than 1 odds ratio. Even the other benefit of lump-sum gratuity service payment of 
PENSION does not appeal to the respondents; the coefficient of the variable is positive and 
significant, with the odds ratio being 1.819. It is further revealed that EFP tax relief is one of 
the contributing elements for staff to opt for EPF. As reported in Table 1, its coefficient is 
positive and significant at the 1% level and the odds ratio is 2.791 for opting for EPF. It 
appears that employees may not fully utilize the information given or might not have the right 
information in order to help them with their decision-making. This can be related bounded 
rationality where information, as well as the channels for people to access to relevant 
information and the ability of people to process information is limited and imperfect. In 
reality fewer employees have opted for EPF compared with PENSION. Therefore selecting 
EPF is related to an overall understanding of the retirement system. Being knowledgeable 
enables employees to choose the best retirement scheme that suits them.  
 
Other factors and variables that play a role in employees’ choice of retirement schemes are 
related to retirement income sources, health status, mobility, extending work and decision-
making processes. Respondents indicate that they would opt for EPF while they have 
supplementary sources of retirement income, e.g., from spouse, children or other family 
members. The coefficient of the questionnaire item of I expect to receive my retirement 
income from EPF or PENSION schemes is negative and significant at the 1% level with a 
smaller than 1 odds ratio, suggesting the likely choice is PENSION as reinforced in Table 1. 
The results should be jointly considered with the related items in the questionnaire on 
retirement income sources such as annuities, life insurance policies, spouse, children or other 
family members, inherited assets, stocks and bonds. While the coefficients of these variables 
are all insignificant, employees choose PENSION against EPF under the circumstances of no 




additional or supplementary sources for retirement income. Moreover, people who would like 
to extend work after retirement are more likely to opt for EPF, evident by the positive and 
significant coefficient of the variable, with an odds ratio of 1.971. That is, people who intend 
to work after retirement are nearly twice more likely to opt for EPF than those who do not. 
Likewise, respondents with good health status are more likely to opt for EPF, with a positive 
coefficient for the variable that is significant at the 1% level and an odds ratio of 2.230. For 
employees who intend to work in the public sector until reaching their retirement age, i.e., 
employees with low job mobility attitude, they are more likely to stay with PENSION.  
 
Influenced by the peer effect, employees are more likely to choose PENSION against EPF, as 
a majority of the peers choose the same retirement scheme of PENSION. The coefficient of 
the variable is negative and significant at the 1% level and its odds ratio is 0.438. However, 
when given more choice, respondents indicate that they are more likely to opt for EPF; they 
prefer choosing the other option for retirement schemes if they could do it all over again, and 
the other option is dominantly EPF as the majority of employees are on PENSION. In 
addition, employees would opt for EPF if they have more than one final irrevocable chance to 
choose a scheme. Finally, those who perceive younger employees preference on promotion 
are more likely to choose PENSION against EPF; the coefficient of the variable is negative 
and significant at the 1% level and the odds ratio is 0.474. That is, they are twice (2.110 = 
1/0.474) more likely to choose PENSION than those who do not have such perception.  
 
DISCUSSION AND CONCLUSION  
This paper examined a sample of 348 responses to a questionnaire survey conducted in 
Malaysian public universities with logistic regression analysis. The influence on employees’ 
retirement scheme choice by variables knowledge, plan features preference, retirement 
income sources, voluntary schemes perceptions, health status, extending-work willingness, 
mobility perceptions, job related aspects, peer effects, benefits and risk perceptions and 
scheme appraisal are to gain more insight into how various variables are associated in shaping 
choice behavior. This research makes a significant contribution to the literature on retirement 
systems at a time when the consequences of ageing populations have become increasingly 
serious around the globe.  
 
It has been found that information and knowledge, and plan features are the most important 
variables as suspected by many literatures that influence employees’ choice of retirement 




schemes. Respondents who possess higher levels of perception that they have acquired 
sufficient and accurate information on retirement schemes are more likely to choose 
PENSION. Nevertheless, employees would opt for EPF when they have more knowledge in 
EPF and annuities and insurance policies, without reflecting on the pros and cons of EPF and 
PENSION schemes that are not significant in the model. In this regard, EFP tax relief is 
revealed as one of the contributing elements for employees to opt for EPF. Further, it has been 
observed that the respondents have demonstrated high degrees of preference in choosing 
retirement schemes. Scheme preference, together with plan features, plays a significant role in 
choice as similar to study by Dulebohn et al. (2000). As such, employers need not only 
disseminate the relevant information but must take actions ensure that the employees 
understood the information that they received. Understanding the retirement schemes features 
will allow employees to make comparison and then make choices that suit their needs. Efforts 
such as having a designated officer to handle the management of the retirement plan including 
attending to employees’ queries and organizing workshop or seminars on the retirement plan 
will give added value to the employees. 
 
Sources of retirement income, health status, mobility, extending work and decision-making 
processes have been found to be contributing factors in choice as well. It has been indicated 
by the respondents that they would opt for EPF while they have supplementary sources of 
retirement income. This is contradicted to Blank (1999) who found that workers with a DB 
scheme appear to have more retirement income sources than those have a DC scheme.  Note 
that, individual savings are generally insufficient.  Moreover, employees who would like to 
extend work after retirement are more likely to opt for EPF, so are those with good health 
status. On the contrary, employees with low job mobility attitude are more likely to stay with 
PENSION. Under the influence of peers, respondents have shown that they are more likely to 
choose PENSION against EPF, as a majority of the peers choose the same retirement scheme 
of PENSION. This supports Duflo and Saez (2002) and Berkowitz (2003) indicated that 
individuals rely on information given by peers to make decision.  Respondents have also 
displayed a kind of habit to do differently if given another chance. When given more choice, 
respondents indicate that they are more likely to opt for EPF, as they prefer choosing the other 
option for retirement schemes if they could do it all over again while the majority of 
employees are on PENSION. Similarly, employees would opt for EPF if they have more than 
one final irrevocable chance to choose a scheme. This study also support Dan (2004) idea that 




on workers’ attitudes, the government workers have more confidence in their future 
retirement benefits. 
 
Overall, the research shows that decision is largely affected by more than one variable 
supporting idea that choosing the best retirement schemes are indeed complex decisions made 
by employees. Unlike other countries, Malaysian compulsory retirement scheme choices 
normally need to be finalized in the first 3 years of employment, subsequent to confirmation 
status granted to employees. As retirement is a future event, the validity of the decision is 
limited. Upon retirement, priorities might change, leading to different views that might affect 
decisions. In some circumstances, these future views might lead to regret. 
 
FUTURE RESEARCH  
As for future research, interesting results can be obtained if studies include a wider scope of 
projects that could facilitate more comparative evaluations. For example, further study could 
be conducted to identify other groups at different stages of employment such as between 
pensioners and non-pensioners, between private universities and public universities 
employees.  Further studies may also focus on the employer’s (providers) point of view since 
the measures used in this study were mainly derived from an individual’s perspective. This 
could help to explain if there is any conflict of interest among stakeholders in the Malaysian 
retirement system. For example, employers might prefer DC plan while employees tend to 
prefer DB plan. Further studies can also employ in-depth interviews or other qualitative 
techniques to gain better understanding and to explore new factors that could influence 
employee choice. These include employing many types of “open-ended” questions in the 
interview. Inclusion of more open questions may enable future studies to obtain insightful 
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